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EXECUTIVE SUMMARY
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. E-01345A-07-0420

This  te s timony a ddre s s e s  S ta ffs  pos ition conce rning the  s e lf-build option for Arizona
P ublic S e rvice  Compa ny ("AP S ") tha t wa s  in the  S e ttle me nt Agre e me nt a pprove d by De cis ion
No. 67744.

S ta ff recommends  tha t no modifica tion to Decis ion No. 67744 be  made  a t this  time . The
se lf-build provis ions  continue  to e ncoura ge  AP S  to obta in re source s  to se rve  its  cus tome rs  by
seeking the best options.



Dire ct Te s timony of Ba rba ra  Ke e ne
Docke t No.  E-01345A-07-0420
P a ge  1

1 INTRODUCTION

2 Q- Please state your name and business address.

3

4

My na me  is  Ba rba ra  Ke e ne . My bus ine s s  a ddre s s  is  1200 We s t Wa s hington S tre e t,

Phoenix, Arizona  85007.

5

6 Q~ By whom are you employed and in what capacity?

7

8

9

I am employed by the Utilities Division of the Arizona Corporation Commission as a

Public Utilities Analyst Manager. My duties include supervising the energy portion of the

Telecommunications and Energy Section. A copy of my résumé is provided in Appendix

10

11

12 Q-

13

As part of your employment responsibilities, were you assigned to review matters

contained in Docket No. E-01345A-07-0420?

14 Ye s .

15

16 Q- What is the subject matter of this testimony?

17

18

This testimony will address Staffs position concerning the self-build option for Arizona

Public Service Company ("APS") that was approved by Decision No. 67744.

19

20 DECIS ION NO. 67744  AND S ETTLEMENT AGREEMENT

2 1 Q- Did Decision No. 67744 approve a settlement agreement for an APS rate case?

22 Ye s . De cis ion No. 67744 a pprove d a  s e ttle me nt a gre e me nt ("S e ttle me nt Agre e me nt")

with modifica tions  in Docke t No. E-01345A-03-0437.23

24

25 Q. Was Staff a party to the Settlement Agreement?

26

A.

A.

A.

A.

A.

A.

Yes. Staff was a party to the Settlement Agreement, along with 21 other entities.

1.
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1 Q- What does the Settlement Agreement contain concerning a self-build option?

2 The Se ttlement Agreement conta ins  the  following paragraph:

3

4
5
6
7
8
9

10
11
12

74. AP S  will not pursue  a ny se lf-build option ha ving a n
in-se rvice  da te  prior to January l, 2015, unless  express ly authorized
by the  Commis s ion. For purpos e s  of this  Agre e me nt, 's e lf-build '
does  not include  the  acquis ition of a  gene ra ting unit or inte re s t in a
ge ne ra ting unit from a  non-a ffilia te d me rcha nt or utility ge ne ra tor,
th e  a cq u is itio n  o f te mp o ra ry g e n e ra tio n  n e e d e d  fo r s ys te m
re lia bility, dis tribute d ge ne ra tion of le s s  tha n fifty MW pe r loca tion,
renewable  resources , or the  up-ra ting of APS genera tion, which up-
ra ting sha ll not include  the  ins ta lla tion of new units .

13

14 Q. What else is in the Settlement Agreement concerning the self-build issue?

1 5

16

17

18

19

APS ca n se e k a uthoriza tion from the  Commiss ion to se lf-build prior to 2015, if APS  ca n

s how tha t a n e xce ption to the  s e lf-build mora torium is  wa rra nte d. P a ra gra ph 75 of the

Settlement Agreement lis ts  items tha t APS needs to address  when requesting Commission

a uthoriza tion to  s e lf-build  ge ne ra tion prior to  2015. P a ra gra ph 76 re a ffirms  AP S '

obliga tion to prudently acquire  genera ting resources in order to serve  its  customers.

20

21

22

23

24

25

26

27

In pla ce  of the  s e lf-build option, P a ra gra ph 78 re quire d AP S  to is s ue  a  Re que s t for

Proposa ls  ("RFP") no la te r than the  end of 2005 seeking long-te rm future  resources  of not

le s s  tha n 1,000 MW for 2007 a nd be yond. No AP S  a ffilia te  wa s  pe rmitte d to pa rticipa te

in tha t RFP . An independent monitor appointed by the  Commiss ion or S ta ff is  required if

any APS a ffilia te  pa rticipa te s  in any othe r compe titive  solicita tion for long-tenn re sources

conducte d by AP S . In a ddition, P a ra gra ph 79 provide d for S ta ff to conduct a  s e rie s  of

workshops on power procurement issues.

28

A.

A.
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1 Q- How did Decision No. 67744 modify the Settlement Agreement in regard to the self-

2 build is s ue?

3 De cis ion No. 67744 modifie d the  de finition of "s e lf-build" to include  the  a cquis ition of a

4

5

6

7

genera ting unit or inte re s t in a  gene ra ting unit from any merchant or utility gene ra tor. The

De cis ion a ls o re quire s  AP S  to obta in the  Commis s ion's  e xpre s s e d a pprova l for AP S '

acquis ition of any genera ting facility or inte res t in a  genera ting facility pursuant to an RFP

or othe r compe titive  solicita tion issued be fore  Janua ry 1, 2015. Tha t de te rmina tion would

8 not be  cons true d  a s  s igna ling  the  u ltima te  re gula tory tre a tme nt a ccorde d  to  s uch

9 ge ne ra ting fa cility.

10

11 Q. What are the merits of the provisions in the Settlement Agreement regarding the

12 s e lf-build  mora torium?

13 Va rious  te s timonie s  in  Docke t No. E-01345A-03-0437 a ddre s s e d the  me rits  of the

14

15

Settlement Agreement's  requirements  for competitive  procurement of power, including the

se lf-build provis ions . In summa ry, the se  include  the  following:

16

17

18

19

The  compe titive  procure me nt provis ions  a re  cons is te nt with the  Commis s ion's

commitme nt to whole s a le  compe tition a s  e xpre s s e d in its  Tra ck A a nd Tra ck B

orders  (Decision Nos. 65154 and 65743).

20

21

22

The  s e lf-bu ild  mora torium provide s  a  s ubs ta n tia l opportun ity for me rcha nt

genera tion to be  an a lte rna tive  to utility-constructed genera tion.

23

24

25

26

A.

A.

The  pro-compe titive  provis ions  provide  ba lance  to the  potentia lly anti-compe titive

e ffects  of ra te  bas ing the  a ffilia te  a sse ts  and s trike  a  ba lance  be tween marke t and

non-market approaches.
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1 The  s e lf-build mora torium doe s  not a pply to te mpora ry ge ne ra tion ne e de d for

2 sys te m re lia bility.

3

4

5

6

The  se lf-build mora torium is  subje ct to a  s a fe ty me cha nism tha t pe rmits  AP S  to

s e e k a n e xe mption from the  Commis s ion if the  whole s a le  ma rke t ca nnot cos t-

effective ly meet the  needs of APS' customers.

7

8

9

The  s e lf-build mora torium provis ions  provide  the  me rcha nt community with a n

opportunity to compe te , while  a t the  same  time  prese rving APS ' ability to ma inta in

re liable  se rvice .1 0

1 1

1 2 Q- Have any Commission activities involving procurement of resources occurred since

Decision No. 67744?1 3

1 4 Yes. There  have  been three  Commission activities  tha t a re  re levant to this  discussion.

1 5

1 6 Q. What was  the  firs t ac tivity?

1 7

1 8

The  firs t activity was  APS ' applica tion for approva l to purchase  a  power plant in the  Yuma

a rea  (Docke t No. E-0l345A-06-0464).

1 9

20 Q- Were issues concerning procurement raised during the proceeding?

2 1

22

23

24

25

26

A.

A.

A. Ye s . S ome  of the  inte rve ne rs  ra is e d is s ue s  re ga rding AP S ' conduct in its  s olicita tion.

The y fe lt tha t a n inde pe nde nt monitor should ha ve  be e n a ppointe d to ove rse e  the  RFP

process because  APS had prepared its  direct build a lte rnative  estimate  during the  course  of

the  RFP. An APS employee  who had access  to confidentia l bids  had prepared APS' direct

build a lte ra tive  e s tima te , a nd AP S  did not comple te  the  e s tima te  until a fte r s e le ction of

the  superior bid in the  RFP process . APS then requested Commission authority to proceed
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1

2

3

e ithe r with  the  s upe rior b idde r o r with  the  AP S  d ire ct bu ild  a lte rna tive . Although

P a ra gra ph 78 of the  S e ttle me nt Agre e me nt re quire s  a n inde pe nde nt monitor if a n AP S

a ffilia te  pa rticipa te s  in a  compe titive  s olicita tion, no AP S  a ffilia te  ha d bid in the  Yuma

4 RFP .

5

6 Q- What was the second Commission activity relevant to this discussion?

7 The  second activity was  the  APS ra te  ca se  tha t re sulted in Decis ion No. 69663 (June  28,

8 2007). De cis ion No. 69663 orde re d tha t a  ne w docke t be  ope ne d to cons ide r modifying

9 De cis ion No. 67744 re la ting to the  s e lf-build option. This  re sulte d in the  ope ning of the

10 current docke t.

11

12 Q- What was the third Commission activity relevant to this discussion?

13 The  Commiss ion recently issued Decis ion No. 70032 which adopted Recommended Best

14 Practices  for Procurement ("Best Practices").

15

16 Q- Are there any inconsistencies between the Settlement Agreement and the Best

17 Practices ?

18

19

20

21

22

23

24

No. Howe ve r, the  Be s t P ra ctice s  go be yond the  S e ttle me nt Agre e me nt in tha t the  Be s t

P ra ctice s  include  (1) a  provis ion to  ha ve  a n inde pe nde nt monitor us e d for a ll RFP

proce sse s  for procure me nt of ne w re source s  a nd (2) a  provis ion for the  utility to provide

the  independent monitor, one  week prior to the  bid submitta l deadline , a  copy of any bid

propos a l pre pa re d by the  utility or its  a ffilia te , or a ny be nchma rk or re fe re nce  cos t the

utility ha s  de ve lope d a ga ins t which to e va lua te  the  bids . S ta ff be lie ve s  tha t the  Be s t

P ra ctice s  a ppropria te ly a ddre s s  the  is s ue s  ra is e d  by the  in te rve ne rs  in  the  Yuma

25 proceeding.

26

A.

A.

A.
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1 Q- Is  APS required to follow the  Bes t Prac tices ?

2

3

4

5

6

7

8

No. The  Bes t P ractice s  a re  not pre scriptive , but S ta ff be lieves  tha t they provide  a  means

by which proce dure s  for obta ining ne w re source s  a re  fa ir, tra nspa re nt, a nd re sult in the

most economica l re sources  be ing se lected. It is  S ta ffs  expecta tion tha t APS would follow

the  Be s t P ra ctice s . Fa ilure  to do s o could be  cons ide re d in a  prude nce  de te rmina tion.

Ce rta inly, if AP S  we re  to follow the  Be s t P ra ctice s , it might be  a ble  to a void the  is sue s

tha t it faced in the  Yuma proceeding. Although the  Best Practices  a re  not manda tory, they

could become mandatory if they a re  incorpora ted in the  Rulemaking on Resource  Planning

9 tha t is  currently underway.

1 0

11 Q- Has anything changed that causes Staff to no longer support the Settlement

1 2 Agreement in  regard to  the  s e lf-build provis ions ?

1 3

1 4

No . S ta ff continue s  to support the  S e ttle me nt Agre e me nt. The  s e lf-build provis ions

continue  to encourage  APS to obta in resources  to se rve  its  customers  by seeking the  best

1 5 options .

1 6

1 7 Q- Does Staff recommend any changes to Decision No. 67744 in regard to the self-build

1 8 is s u e ?

1 9

20

No. S ta ff doe s  not re comme nd a ny cha nge s  to De cis ion No. 67744 a t this  time  be ca use

Staff continues to support the  Settlement Agreement.

2 1

22 SUMMARY OF STAFF RECOMMENDATIONS

23 Q- Please summarize Staff's recommendation.

24 Sta ffs  re comme nda tion is  tha t no modifica tion to the  Se ttle me nt Agre e me nt or De cis ion

25

A.

A.

A.

A.

No. 67744 be  made  a t this  time .
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1 Q, Does this conclude your direct testimony?

2 A. Ye s , it doe s .
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Education
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A.A.

Politica l Science , Arizona  S ta te  Unive rs ity (1976)
P ublic Adminis tra tion, Arizona  S ta te  Unive rs ity (1982)
Economics , Glenda le  Community College  (1993)

Ad d itio n a l Tra in in g

Management Development Program - S ta te  of Arizona , 1986-1987
UPLAN Tra ining _ LCG Consulting, 1989, 1990, 1991
va rious  s e mina rs , works hops , a nd confe re nce s  on ra te ma king, e ne rgy e fficie ncy, ra te

de s ign, compute r s kills , la bor ma rke t informa tion, tra ining tra ine rs , a nd Ce ns us
products

Employme n t His to ry

Arizo n a  Co rp o ra tio n  Co mmis s io n ,  Utilitie s  Divis io n ,  P h o e n ix,  Arizo n a : P u b lic  Utilitie s
Ana lys t Ma n a g e r (Ma y 2005-pres ent). Supervise the energy portion o f the
Te le communica tions  a nd Ene rgy S e ction. Conduct e conomic a nd policy a na lys e s  of public
utilitie s . Coordina te  working  groups  of s ta ke holde rs  on  va rious  is s ue s . P re pa re  S ta ff
re comme nda tions  a nd pre s e nt te s timony on e le ctric re s ource  pla nning, ra te  de s ign, s pe cia l
contra cts , e ne rgy e fficie ncy progra ms , a nd othe r ma tte rs . Re s pons ible  for ma inta ining a nd
opera ting UPLAN, a  compute r mode l of e lectricity supply and production cos ts .

Arizona Corporation Commission, Utilities Division, Phoenix, Arizona: Public Utilities
Analyst V (October 2001-May 2005), Senior Economist (July 1990-October 2001),
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Conduct e conomic a nd policy a na lys e s  of public u tilitie s . Coordina te  working groups  of
s takeholders  on various issues . Prepare  Staff recommendations and present tes timony on e lectric
resource  planning, ra te  des ign, specia l contracts , ene rgy e fficiency programs, and othe r ma tte rs .
Re spons ible  for ma inta ining a nd ope ra ting UP LAN, a  compute r mode l of e le ctricity supply a nd
production cos ts .

Arizona  De pa rtme nt of Economic S e curity, Re s e a rch  Adminis tra tion , Economic Ana lys is
Unit: La bor Ma rke t Informa tion S upe rvis or (S e pte mbe r 1985-Augus t 1989), Re s e a rch a nd
S ta tis tica l Ana lys t (S e pte mbe r 1984-S e pte mbe r 1985), Adminis tra tive  As s is ta nt (S e pte mbe r
1983-S e pte mbe r 1984). S upe rvis e d profe s s iona l s ta ff e nga ge d in e conomic re s e a rch a nd
analysis . Re s pons ible  for occupa tiona l e mployme nt fore ca s ts , wa ge  s urve ys , e conomic
de ve lopme nt s tudie s , a nd ove r 50 publica tions . Ed ite d  the  month ly Arizona  La bor Ma rke t
Informa tion Newsle tte r, which was  dis tributed to about 4,000 companie s  and individua ls .
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Tes timony
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Dunca n Va lle y Ele ctric  Coope ra tive  Ra te  Ca s e  (Docke t No. E-01703A-98-0431), Arizona
Corpora tion Commission, 1999, testimony on demand-side  management and renewable  energy.
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Ge ne ric P roce e ding Conce rning Ele ctric Re s tructuring Is sue s  (Docke t No. E-00000A-02-0051),
Arizona  Corpora tion Commis s ion, 2002, te s timony on a ffilia te  re la tions hips  a nd code s  of
conduct.

Tucs on Ele ctric  P owe r Compa ny's  Applica tion for Approva l of Ne w P a rtia l Re quire me nts
S e rvice  Ta riffs ,  Mo d ifica tio n  o f E xis tin g  P a rtia l Re q u ire me n ts  S e rvice  Ta riff lo t,  a n d
Elimina tion of Qua lifying Fa cility Ta riffs  (Docke t No. E-01933A-02-0345) a nd Applica tion for
Approva l of its  S tra nde d Cos t Re cove ry (Docke t No. E-01933A-98-0471), Arizona  Corpora tion
Commis s ion , 2002, te s timony on  propos a ls  to  e limina te , modify, or in troduce  ta riffs  a nd
tes timony on the  modifica tion of the  Marke t Genera tion Credit.

Arizona  Public Se rvice  Company's  Applica tion for Approva l of Adjus tment Mechanisms  (Docke t
No. E-01345A-02-0403), Arizona  Corpora tion Commis s ion, 2003, te s timony on the  propos e d
Power Supply Adjustment and the  proposed Competition Rules  Compliance  Charge .
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Ge ne ric P roce e ding Conce rning Ele ctric Re s tructuring Is sue s , e t a l (Docke t No. E-00000A-02-
0051, e t a l), Arizona  Corpora tion Commiss ion, 2003-2005, S ta ff Re port a nd te s timony on Code
of Conduct.

Arizona  P ub lic  S e rvice  Compa ny Ra te  Ca s e  (Docke t No . E-01345A-03-0437),  Arizona
Corpora tion Commis s ion, 2004, te s timony on de ma nd-s ide  ma na ge me nt, s ys te m be ne fits ,
renewable  energy, the  Returning Customer Direct Assignment Charge , and service  schedules.

Arizona  Ele ctric  P owe r Coope ra tive  Ra te  Ca s e  (Docke t No. E-01773A-04-0528), Arizona
Corpora tion Commission, 2005, te s timony on a  fue l and purchased power cost adjus tor, demand-
side management, and rate design.

Trico Ele ctric Coope ra tive  Ra te  Ca s e  (Docke t No. E-01461A-04-0607), Arizona  Corpora tion
Commiss ion, 2 0 0 5 ,  te s timo n y o n  th e  E n viro n me n ta l P o rtfo lio Standard, demand-side
management, specia l charges, and Rules, Regula tions, and Line  Extension Policies.

Arizona  P ublic S e rvice  Compa ny (Docke t Nos . E-01345A-03-0437 a nd E-01345A-05-0526),
Arizona  Corpora tion Commiss ion, 2005, te s timony on the  P la n of Adminis tra tion of the  P owe r
Supply Adjus tor.

Arizona  P ublic S e rvice  Compa ny Eme rge ncy Ra te  Ca s e  (Docke t No. E-01345A-06-0009),
Arizona  Corpora tion Commiss ion, 2006, te s timony on bill impacts .

Arizona  P ublic S e rvice  Compa ny Ra te  Ca s e  (Docke t Nos . E-01345A-05-0816, E-01345A-05-
0826, a nd E-01345A-05-0827), Arizona  Corpora tion Commiss ion, 2006, te s timony on funding
for re ne wa ble  re s ource s , ne t me te ring, gre e n pricing ta riffs , a nd a  P owe r S upply Adjus tor
surcharge.

Tucson Ele ctric P owe r Compa ny Filing to Ame nd De cis ion No. 62103 (Docke t No. E-01933A-
05-0650), Arizona  Corpora tion Commission, 2007, tes timony on demand-side  management, time-
of-use , direct load control, and renewable  energy.

Publica tions

Author of the  following a rticle s  publishe d in the  Arizona  Labor Ma rke t Informa tion Newsle tte r:

"1982 Mining Employees - Where  a re  They Now?" .- September 1984
"The  Cos t of Hiring" and "Arizona 's  Growing Indus trie s" - Janua ry 1985
"Union Membership - Declining or Shifting?" - December 1985
"Growing Indus trie s  in Arizona " - April 1986
"Women's  Work?" - July 1986
"1987 SIC Revis ion" - December 1986
"Growing and Declining Indus trie s" - June  1987
"1986 DOT Supplement" and "Consumer Expenditure  Survey" - July 1987
"The Consumer Price  Index: Changing With the  Times" - August 1987
"Average  Annua l Pay" - November 1987
"Annua l Pay in Metropolitan Areas" - January 1988
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"The  Growing Tempora ry He lp Indus try" - Februa ry 1988
"Upda te  on the  Consumer Expenditure  Survey" - April 1988
"Employee  Leas ing" - August 1988
"Metropolitan Countie s  Bene fit from S ta te 's  Growing Indus trie s" November 1988

"Arizona  Ne twork Gives  Sma ll Firms  He lping Hand" - June  1989

Ma jor contributor to the  following books  publis he d by the  Arizona  De pa rtme nt of Economic
Security:

Annual Planning Information - editions from 1984 to 1989
Hispanics in Transition - 1987

(with Da vid Be rry) "Contra cting for Power," Business  Economics, October 1995.

(with Robert Gray) "Customer Se lection Issues ," NRRI Qua rte rly Bulle tin, Spring 1998 .

Reports

(with Ta s k Force ) Re port of the  Ta s k Force  on the  Fe a s ibility of Imple me nting S liding S ca le
Hookup Fees. Arizona  Corpora tion Commiss ion, 1992.

Customer Repayment of Utility DSM Costs , Arizona  Corpora tion Commiss ion, 1995.

(with Working Group) Report of the  Pa rtiezpants  in Workshops  on Customer Se lection Issues ,"
Arizona  Corpora tion Commiss ion, 1997.

"DSM Workshop Progress  Report," Arizona  Corpora tion Commiss ion, 2004.

(with Erin Ca s pe r) "S ta ff Re port on De ma nd S ide  Ma na ge me nt P olicy," Arizona  Corpora tion
Commiss ion, 2005.

"S ta ff Re port on Inte rconne ction for the  Ge ne ric Inve s tiga tion of Dis tribute d Ge ne ra tion,"
Arizona  Corpora tion Commiss ion, 2007.


